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he W.E. Upjohn Institute for
Employment Research and the U.S.
Department of Labor recently sponsored a
conference titled "Targeting Employment
Services." The conference was held in
Kalamazoo, Michigan, from April 29 to
May 1, 1999, and was attended by more
than 70 employment policymakers,
administrators, and researchers from
across North America.
Statistical targeting is a relatively new
practice in employment programs.
Researchers and policymakers are only
just beginning to explore its potential for
improving the delivery of employmentrelated services. The 29-nation
Organization for Economic Cooperation
and Development (OECD) has recognized
targeting as an approach with broad
application to the workforce development
programs of industrial countries. The
OECD (1998) cited "evidence on the
effectiveness of active labor market
policies [which] suggests that they should
be well targeted to the needs of individual
job seekers and the labor market, and that
treatment should start as early as possible
in the unemployment spell. But offering
individual treatment along with early
intervention would be very costly. There
is thus a premium on accurately
identifying job seekers at risk."
The United States was the first country
to use targeting on a program-wide basis.

Targeting models were introduced in 1994
when the first wave of states implemented
the Worker Profiling and Reemployment
Services (WPRS) system. This program,
now operated in all states, usually
employs a statistical model to identify
those unemployment insurance (UI)
beneficiaries who are most likely to
exhaust their entitlement to benefits, so
that they can be referred early in their
benefit period to special reemployment
services. Reports from program
administrators and results from the few
evaluations that have been conducted
indicate that the WPRS is well received
and is effective in getting UI beneficiaries
into job search activities and into jobs.
The success of the WPRS for UI
beneficiaries has encouraged managers of
other employment programs to consider
the use of targeting as a tool to improve
their client referral systems. Targeting
has been used by states to select and refer
UI beneficiaries to self-employment
assistance. A pilot study to examine the
feasibility and the benefits of targeting
and referring welfare-to-work participants
is now underway. A recently completed
simulation study shows that using a
WPRS-type targeting model to identify
likely UI benefit exhaustees for
reemployment bonuses can improve the
cost-effectiveness of reemployment bonus
(continued on p. 3)
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From the Executive Director
This issue marks the fifth anniversary
of the Institute's newsletter. We started
this newsletter to highlight the current
research and other activities of the
Institute in a timely and easily accessible
manner. In my column, I have tried to
provide an overview of the Institute by
describing the wide variety of our
activities within the Institute and in
collaboration with other researchers and
organizations. In this issue, I would like
to bring four items to your attention.
Director of Publications
Last month, the leadership of our
publications unit changed hands. After
serving as Director of Publications for 18
years, Dr. Allan Hunt stepped down to
pursue an exciting research opportunity
(described below). We were fortunate
that we did not have to look beyond our
current senior staff to find his successor. I
am pleased to announce that Dr. Kevin
Hollenbeck has agreed to assume this
position. Dr. Hollenbeck has been with
the Institute for 10 years as a senior staff
economist, with specialties in program
evaluation, job training, and education.
I am confident that with Dr.
Hollenbeck's excellent management and
communication skills and his innovative
ideas, the Institute's publications program
will continue to grow and build from the
excellent foundation that Dr. Hunt
created. Dr. Hunt transformed
publications from basically an in-house
program to a full-fledged publishing
operation. Under his leadership, we have
published more than 100 titles authored
by prominent researchers from major
research organizations. We are indebted
to Dr. Hunt for his vision and skills, and
we look forward to the new and exciting
opportunities before us under the
leadership of Dr. Hollenbeck.
Manuscript solicitation
I'd like to remind you that we invite
submission of publishable book-length
manuscripts or proposals for books from
scholars and policy analysts outside the

Institute. We strive to publish books for
the reader who is not an expert but who
seeks a book that lays out issues, reviews
what is already known, and offers
additional research that expands our
knowledge of a topic. We entertain
submissions that complement the
Institute's research agenda; specific
information on our research areas can be
found on our Web site,
www.upjohninst.org. We will give your
manuscripts and proposals prompt
attention. They will be reviewed by
Institute staff, and promising manuscripts
are forwarded for external, anonymous
peer review. Once manuscripts are
accepted, a royalty contract is signed, and
the book is published, promoted, and
distributed by the Institute. Our books are
also distributed through the American
Association of University Presses Web
site and by Internet booksellers.
Web site
We are pleased with the large volume
of visitors to our Web site. We are
constantly looking for ways to make the
information there more accessible to our
visitors and for the Web site to be a more
effective resource for researchers,
policy makers, and practitioners.
Therefore, you will periodically find
modifications to the layout of the home
page and the organization of the topic
areas. Most recently, we have constructed
"hubs" for each of the major research
areas that our senior staff pursues. These
hubs list the senior staff who specialize in
these areas and relevant Institute
publications, as well as links to other sites
that can provide additional resources
related to these research areas. We hope
this new way of presenting information
produced by the Institute will help you
locate current information more quickly
and efficiently.
Disability evaluation study
Dr. Allan Hunt recently received a
contract from the Social Security
Administration to estimate the number

and characteristics of disabled adults in
the United States. The Institute's partner
in this Disability Evaluation Study is
Westat, Inc., a survey and statistical
research firm in the Washington, D.C.
area. Westat will organize the surveys
and collect the data, and the Upjohn
Institute will provide the policy analysis.
This 45-month project will involve the
most in-depth assessment of disabled
persons in the United States to date.
Westat will screen a random sample of
100,000 individuals by telephone to find
10,000 individuals who span the range
from slightly impaired to qualifying for
SSA disability benefits. These
individuals will be invited to face-to-face
interviews about their work experience
and other relevant factors. From these,
some 5,500 will be targeted for physical
exams, mental evaluations, functional
assessments, and additional interviews.
The project will seek to gather as much
data as is feasible about the impairments
and work histories of these individuals.
The Institute team, which includes
researchers from Michigan State and
Cornell universities, will help to design
the survey instrument and analyze the
results. The study is designed to answer
the following questions:
1) What is the number of people who,
but for work or other reasons, are
severely impaired enough to be
considered disabled for Social
Security benefit purposes?
2) What enables some disabled per
sons to remain in the workforce
despite their impairment?
3) How can future changes in the num
ber of disability benefit claimants
be cost-effectively monitored and
predicted?
4) How many persons, and what types
of persons, would be affected by
changes in the disability decision
process?
This is an exciting opportunity to
participate in a cutting-edge study that
addresses critical questions for the
disabled population and for the Social
Security Administration in addressing
their needs. We are pleased to be a major
part of this effort.
Randall W. Eberts
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Targeting Employment Services
(Continued from page 1)

offers. Another potential use of targeting
is to identify welfare-to-work recipients
who could benefit from post-employment
job retention services. Research findings
related to each of these applications of
targeting were presented and discussed at
the conference.
Targeting is being considered as a
management tool for the career centers
proposed under the Workforce Investment
Act of 1998 (WIA). WIA calls for the
creation of a national network of one-stop
career centers where intake and referral of
job-seekers will be done in a coordinated
fashion. Resource constraints dictate that
each workforce development program can
serve only a portion of the population that
might benefit. Funding, which is from
state and federal sources, determines how
many workers can be served. Choosing
which individuals are served depends on
decision rules applied by the frontline
staff in one-stop career centers. Statistical
tools can help make these decisions more
cost-effective for society by targeting
services to those job-seekers who will
benefit the most, thereby maximizing the
net social benefit.
To achieve workforce development
system objectives, job-seekers must be
served effectively and efficiently. It is
expected that each year as many as 50
million customers will use one-stop
career center services. A large proportion
might only use automated services, while
10-15 million persons are expected to
receive personally mediated services.
The challenge is to properly address the
needs of each customer using the limited
resources available to the system. The
WIA divides employment services into
three levels: core, intensive, and training.
Core services, which are available to
all adults and dislocated workers, include
automated services; intake and orientation
to services available through the one-stop
career center; assessment of skill levels,
aptitudes, abilities, and supportive service
needs; job search and placement
assistance and, where appropriate, career
counseling; and provision of labor market
information statistics.

Intensive services, which are available
to unemployed job-seekers who have
exhausted core services, include
comprehensive assessments of skill levels
and service needs; development of an
individual employment plan; group
counseling; individual counseling and
career planning; short-term pre-vocational
services (including development of
learning, communication, and
interviewing skills); and case
management for participants seeking
training.
Training services, which are available
to unemployed job seekers unable to

obtain employment through core and
intensive services and who meet some
additional eligibility requirements,
include skill training directly linked to
employment opportunities in the local
area.
The funneling of claimants into these
progressively more intensive employment
services and an approximation of the
associated per-participant costs are shown
in Figure 1. The huge number of
participants involved and the way that unit
costs rise dramatically with the increasing
intensity of employment services makes

Figure 1. Use and Cost of One-Stop Career Center Services
under the Workforce Investment Act
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clear the need for strategic referral to
services.
To the extent that services are
available, targeting is ultimately
determined by the frontline one-stopcareer-center staff, who traditionally have
few tools to help them in their daily
decision making. The frontline worker
must decide which claimants get referred
to particular services. Targeting tools can
provide the frontline staff with guidance
in making speedy and appropriate
referrals to available employment
services.
Such a statistics-based targeting
system could serve as a basis for
coordinating the various employmentrelated programs within one-stop career
centers. The U.S. Department of Labor is
about to begin work on a Frontline
Decision Support System (FDSS), the
goal of which is to assist local staff in
providing appropriate and useful
employment and training assistance to
job-seekers in a timely and cost-effective
manner. These tools will be incorporated
into a computerized One-Stop Operating
System (OSOS) that is currently being
developed in a handful of pilot states.
An outline of the contents of an FDSS
was presented at the conference on
Targeting Employment Services. The
outline was consistent with the
requirement of the Workforce Investment
Act and relied on many of the research
findings presented at the conference.
Participants of the conference helped to
further shape the concepts of the FDSS so
as to make the system more practical for
the local context and more encompassing
of the many needs of claimants. In the
near future, the U.S. Department of Labor
will solicit comments about the
functionality of a prototype FDSS.
The ultimate hope is that a flexible
version of the FDSS will be made
available for use by all states and all
localities. This will provide a decisionsupport system that includes a number of
tools for early assessment and referral that
can be used to develop effective and
efficient individual service plans for
program participants. It will be possible
for states to customize the FDSS to reflect
state and local conditions. The FDSS will

include modules for referral to job search
assistance, self-employment assistance,
and training targeting. A special parallel
system will be developed for welfare-towork programs and will include both
employment services and postemployment job retention services.
With the current interest, acceptance,
and success of targeting and the changing
workforce investment environment, the
spring of 1999 was an opportune time to
examine practical uses of targeting. At
the conference, 10 research papers were
presented and discussed, and two panel
sessions involving state and federal
policymakers were held. The W.E.
Upjohn Institute will produce a reviewed
and edited volume documenting the
information shared at the conference. The
book will be prepared so as to be a useful
resource for employment policymakers,
practitioners, and researchers.

Suggestions for further reading
Decker, Paul T., and Kathleen P. Dickinson.
1996. Evaluation of Worker Profiling and
Reemployment Services Systems: Interim
Report. Unemployment Insurance
Occasional Paper 96-1, Washington, DC:
U.S. Department of Labor, Employment
and Training Administration.
Eberts, Randall W., and Christopher J.
O'Leary. 1997. Profiling and Referral to
Services of the Long-term Unemployed:
Experiences and Lessons from Several
Countries. European Employment
Observatory: Policies, inforMISEP no. 60,
Berlin: Institute for Applied SocioEconomics (Winter).
Eberts, Randall W. 1998. "The Use of
Profiling to Target Services in State
Welfare-to-work Programs: An Example of
Process and Implementation." Kalamazoo:
W.E. Upjohn Institute Working Paper 9852 (January).
OECD 1998. Early Identification of
Jobseekers at Risk of Long-term
Unemployment: The Role of Profiling.
Paris: Organization for Economic
Cooperation and Development.
O'Leary, Christopher J., Paul T. Decker,
and Stephen A. Wandner. 1998.
"Reemployment Bonuses and Profiling."
Kalamazoo: W.E. Upjohn Institute
Working Paper 98-51 (January).

Wandner, Stephen A., ed. 1994. The
Worker Profiling and Reemployment
Services System: Legislation,
Implementation Process and Research
Finding. Unemployment Insurance
Occasional Paper 94-4, Washington, DC:
U.S. Department of Labor, Employment
and Training Administration.
Randall W. Eberts is executive director of
the Upjohn Institute.
Christopher J. O 'Leary is a senior
economist at the Upjohn Institute.
Stephen A. Wandner is director, Research
and Demonstration, Office of Policy and
Research/ETA, U.S. Department of Labor.
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The W.E. Upjohn Institute has
a new set of Research Hubs
available on its Web site.
These hubs cover
Disability and Workers'
Compensation
Economic Development
and Local Labor Markets
Family Labor Issues
Unemployment Insurance
Welfare-to-work
Work Arrangements
Workforce Quality:
Education and Training
Visit the Institute's Web site
at

http ://www.upjohninst.org
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Timothy J. Bartik

Will Welfare Reform
Cause Displacement?
W
elfare reform is pushing large
numbers of welfare recipients into the
labor market. Will this added labor
supply lead to higher unemployment or
lower wages? If it does, who will be most
affected?
Clearly, federal and state welfare
reform efforts are dramatically lowering
the welfare rolls and adding to the labor
supply. Figure 1 shows the welfare rolls
and the labor force participation rates of
single mothers and other.women with
similar education levels. The recent
decline in welfare rolls is unusually large,
even for an economic recovery, and the
decline has been accompanied by an
upsurge in labor force participation of
single mothers. Although some of this
labor supply increase is due to the 1993

expansion of the Earned Income Tax
Credit, a careful study suggests that at
least a third of this labor supply increase
is due to welfare reform (Meyer and
Rosenbaum 1998).
In a recent study (Bartik 1998), I
reviewed previous research and presented
new findings on the effects of welfare
reform on labor supply. I concluded that
welfare reform over the 1993-2005
period is likely to raise the total labor
force by between one million and two
million persons.
How this labor supply increase affects
wages and employment depends upon
how labor demand and labor supply
respond. Figure 2 shows how a labor
market is affected by a labor supply
increase; the labor market in question

Figure 1. Labor Force Participation Rates of Female Heads and Other
Less-Educated Females and the Welfare Recipiency Rate

could be the overall labor market or some
segment of that market, such as the
market for less-educated women. As the
figure shows, the increase in labor supply
lowers wages. Although employment
increases, the increase is not as much as
the added labor supply, implying that
some workers lose their jobs (that is, they
are displaced) because of the labor supply
increase.
Displacement and wage declines
depend on how sensitive labor demand
and supply are to wages, which in Figure 2
is shown by the slopes of the lines. If the
labor demand curve is closer to vertical,
then labor demand does not respond much
to wages and a labor supply increase
causes larger displacement and wage
effects. If the labor supply curve is closer
to horizontal, then labor supply is more
responsive to wages and the increase in
labor supply will have smaller negative
effects on wages, but larger displacement
effects.
Our knowledge of the overall labor
market suggests that the effects of welfare
reform on average wages for the entire
United States and on overall displacement
are likely to be small. First, the labor
supply increase from welfare reform is

Figure 2. Wage and Displacement Effects of a
Labor Supply Shock
Wage

En
1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998
Year

SOURCE: Derived from Bartik (1999).
NOTE: "Female heads" (FH) are female heads of household, with other relatives present in the
household, who are also ages 16-44 and have less than 16 years of education. "Less educated
females" (LEF) is all females, ages 16-64 with less than 16 years of education except for female
heads. The welfare recipiency rate is the number of welfare recipients for that fiscal year as a
percentage of the U.S. population for that calendar year.

E,

Employment

NOTE: LD, labor demand curve; Ls, labor supply curve before
shock; and Ls ', labor supply curve after shock. Wage and
employment equilibrium before shock is (WQ, EQ). Due to shock,
wages decline to Wj and total employment increases to Ej, but
employment of persons originally in labor force declines to E2.
Employment of those added to labor force by the shock is Ej- E2.
Displacement proportion (the loss of employment by the original
labor force as a proportion of employment of new labor force
participants) is D = (E0 - E2) / (Ej - E2).
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small as a percentage of the total U.S.
labor force, probably less than 1.5%.
Second, empirical evidence suggests that
the total demand for all labor in the
United States is quite responsive to an
increase in supply. As supply is added,
labor demand is stimulated not only by
lower wages, but also by "multiplier
effects" of the added labor supply on
overall U.S. output.
However, the effects of welfare reform
on some labor "sub-markets" are likely to
be large. First, the labor supply increase
from welfare reform is quite large as a
percentage of groups such as single
mothers with less than a college degree
(12%) or female high school dropouts
(9%) (Bartik 1999). Second although
there is some dispute over this issue
within economics the best evidence
suggests that labor demand for lower skill
groups is not very responsive to wages.
For example, although there is dispute
within labor economics over the effects of
the minimum wage, the dispute is over
whether the effects of the minimum wage
on labor demand are zero or small.
In the short-run, the labor market
effects of welfare reform on less-educated
women will mainly occur through
displacement. In the short run, wages are
sluggish to adjust and unemployment
varies a great deal, which is the same as
saying the short-run labor supply curve is
flat. Over the long run, more of the labor
market effects on less-educated women
will occur through wage declines because
of the greater long-run flexibility of
wages.

Table 1 presents some possible
scenarios for the effects of welfare reform
on less-educated women. As the table
suggests, welfare reform is likely to have
considerable displacement effects on this
group, especially in the short run. For
every two ex-welfare recipients who get a
job, one other woman of similar
education level is likely to lose a job.
Over the long-run, wages for some groups
of less-educated women may decline by
close to 10%.
The displacement and wage effects
presented here are all predictions based
on simulations. Can we see any of these
effects yet in the data? As reviewed in
Bartik (1999), there have been recent
declines in relative wages and increases in
relative unemployment rates among lesseducated women. However, these
changes could be occurring because
welfare recipients tend to have belowaverage wages and above-average
unemployment rates; for example, in
March 1998, the average unemployment
rate of women who received welfare
during 1997 was 33%. "Spillover" effects
of the increased supply of welfare
recipient labor on other women are not
yet evident.
In sum, our current knowledge of labor
markets suggests that welfare reform is
unlikely to have large effects on the
employment and wages of most
Americans. However, welfare reform is
predicted to cause significant losses in
earnings for some women workers with
less education, who will face more
competition for jobs from the influx of exwelfare recipients into the labor market.

Table 1. Two Possible Scenarios for the Displacement and Wage Effects
of Welfare Reform
Type of model

Group
considered

Displacement
effect3

Wage
effect

Model with unemployment
(short-run model)

Single mothers

0.6

-1%

Market-clearing model
(long-run model)

Female high
school dropouts

0.4

-9%

SOURCE: Derived from Bartik (1998).
a "Displacement effect" is loss in employment of those originally working in the group considered, divided by
the gain in employment of added labor supply in that group.

This will worsen economic prospects for
many women who already have low
earnings.
How could policymakers respond to
this problem? There are three possible
alternatives, not necessarily mutually
exclusive. The first is to slow down the
rapid influx of welfare recipients into the
labor market. A second is to expand
policies that provide lower income
workers with earnings supplements, such
as the Earned Income Tax Credit. A third
would be to implement policies to add to
the employment of less-educated workers
with expanded labor demand, such as
public service jobs, community service
jobs, or subsidies to private employers for
hiring.

Suggestions for further reading
Bartik, Timothy J. 1998. "The Labor
Supply Effects of Welfare Reform,"
Kalamazoo: W.E. Upjohn Institute
Working Paper 98-53 (July).
Bartik, Timothy J. 1999. "Displacement
and Wage Effects of Welfare Reform."
Prepared for November 1998 conference
on Labor Markets for Less-Skilled
Workers, Joint Center for Poverty
Research. Available at the Upjohn Institute
Web site.
Meyer, Brace D., and Dan T. Rosenbaum.
1998. "Welfare, the Earned Income Tax
Credit, and the Labor Supply of Single
Mothers." Working paper, Northwestern
University, October.
Timothy J. Bartik is a senior economist at
the Upjohn Institute. This article is based
on research supported by the Institute, the
Joint Center for Poverty Research, the
Russell Sage Foundation, and the
Rockefeller Foundation. The findings and
opinions stated here are those of the author
and do not necessarily reflect the views of
any of the sponsors of this research.

New Books from the Upjohn Institute
When Is
Transition Over?
Annette N. Brown, Editor
Western Michigan University

Economies in transition present
economists a fertile field in which to
study the effects of changes on
economic systems. A key question in
the process is, how do we know when
transition is complete? Are there
particular standards that countries
reach which show
that they have
completed
transition? This
new book
presents the
highly informed
and sometimes
divergent view s
of six noted
scholars on this
subject.
The result is a timely and
provocative set of essays that not only
offers insight into the process of
transition and the hurdles that impede
it, but also clues as to which countries
have seemingly completed
transitioning to stable market
economies and which continue to
struggle with the process and why.
Included are
• What is Still Missing?
Marie Lavigne
• The End of Transition?
Alan H. Gelb
• The End of Rent-Seeking: The
End of Post-Communist
Transformation, Anders Aslund
• China's Unfinished Economic
Transition, Nicholas R. Lardy
• The Transition Is Not Over, but
Note the Merits of the Central
European Model, Jan -vejnar
• Reforming the Welfare State in
Postsocialist Economies,
Janos Kornai
135 pp. $23 cloth ISBN 0-88099-196-8
$13 paper ISBN 0-88099- 195-X / 1999.

The Economics
of the
Great Depression
Mark Wheeler, Editor
Western Michigan University

This book contributes to our
understanding of the Great
Depression's immediate and long-term
impacts on the
American
economy. Six
scholars from a
range of
subdisciplines
within economics
offer a diverse
look at the
Depression's
effects on the
nation's GDP, workers and labor
markets, and monetary policy.
Included in this volume are
• Labor and Labor Markets in the
1930s, Robert A. Margo
• Uneven Impacts of the Great
Depression: Industries, Regions
and Nations, Carole E. Heim
• The Great Depression as a
Historical Problem,
Michael A. Bernstein
• Propagation of the Depression:
Theories and Evidence,
James S. Fackler
• Monetary Policy in the Great
Depression and Beyond: The
Sources of the Fed's Inflation Bias,
David C. Wheelock
• Understanding the Great
Depression: Lessons for Current
Policy, Stephen G. Cecchetti
220 pp. $25 cloth ISBN 0-88099-192-5
$15 paper ISBN 0-88099-191-7 / 1998.

Examination Copies
For examination copies of any Institute
publication, please make your request on
school stationery and include course title, ex
pected enrollment, and when the course will
be offered. Requests may also be made via
e-mail to publications@we.upjohninst.org, or
by phone to 616-343-4330.

Poverty and
Inequality
The Political Economy of
Redistribution
Jon Neill, Editor
Western Michigan University

The six essays in this volume
address the problem of widening
income distribution from a variety of
perspectives: Are distributional
changes limited to specific regions or
economies? What role does politics
play in
redistribution?
Why hasn't recent
growth in the U.S.
economy "trickled
down"? What
role did the labor
markets play in
redistribution?
Included are
• Welfare Report—1996 Style: Will
We Sacrifice the "Safety Net"?
Robert Haveman
• Why Has Economic Growth Been
Such an Ineffective Tool against
Poverty in Recent Years?
Rebecca Blank
• Regional Poverty and Inequality in
Modern Nations,
Timothy M. Smeeding
• From Parent to Child:
Intergenerational Relations and
Intrahousehold Allocations,
Jere R. Behrman
• The Reality of Redistribution,
Gordon Tullock
"This book is an excellent contribution
to the literature on earnings and income
inequality .. . Each of the contributors is
an expert in the field, and this is reflected in
the clarity of presentation and depth of
insights in each chapter. The nontechnical
presentation will make the volume
accessible to a wide range of readers."
Comparative Labor Law & Policy Journal
160 pp. $24 cloth ISBN 0-88099-194-1
$14 paper ISBN 0-88099-193-3 / 1998.
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